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BULGARIA 
SUMMARY 


Bulgaria's economic performance during 1976 was below expectations 
but still respectable.. National income growth was reported as 

7.0 percent and industrial growth at 8.0 percent. Agriculture 

posted only a 3.1 percent growth rate but showed considerable 
variation among different crops. Machine building and metallurgy 
continue to be the mainstay of Bulgaria's economy, but large 
investments in chemicals and electronics are causing these industries 
to grow rapidly. 


1977 is the second year of the Seventh Five-Year Plan, and the annual 
plan calls for a continuation of policies of reconstruction and 
modernization of existing industrial establishments. Major growth 
areas will be machine building, chemicals, electronics, and metallurgy. 
Agriculture was reorganized during 1976 and is to grow somewhat more 
slowly. Bulgarian foreign trade will continue to be closely integrated 
into COMECON activity, and aggressive action to reduce the hard 
currency deficit will continue during 1977. 


U.S.-Bulgarian commercial activity is modest, but real and growing 
possibilities exist. U.S.-Bulgarian trade reached over $70 million 

in 1976. While the Trade Reform Act has dampened commercial relations 
somewhat, U.S.-Bulgarian trade has more than doubled since 1974. 
American firms are welcomed as competitors on a wide variety of 
complete projects as well as for sales of technology, machines, and 
equipment. Bulgaria's major interest in U.S. products continues to 

be in modern technology and equipment for agriculture and food 
processing, electronics, chemicals, metallurgy and construction. 





PART A - Current Economic Situation and Trends 


Although falling short of the planned growth rate, Bulgaria's 
reported growth of 7.0 percent was quite respectable, and 
compared favorably with other Eastern European countries. 
Industrial growth was 8.0 percent, down slightly from the 9.2 
percent projected growth, while agriculture grew at 3.1 percent, 
about two percent below the planned rate. Other sectors, such 
as light industry, retail sales and construction, also fell 
short of somewhat ambitious goals. 


Bulgaria's commitment to further industrialization is reflected 
in the fact that over 85 percent of the 5.5 billion leva 
investment expenditures were nonagricultural in nature ($1=.95 
leva at the official exchange rate). Further, 54 percent of 

the total was for reconstruction and modernization of existing 
plants and facilities. Most of the investment was in sectors 
such as machine building and metallurgy, chemicals, and 
electronics, sectors which comprise the main branches of the 
industrial economy and have highest priority for future develop- 
ment. 


Machine building and metallurgy is by far the most significant 
sector of Bulgarian industry, and its production paced the 

economy in 1976. Machine building increased by 13 percent, as 

did total ferrous metallurgy output. Among the more outstanding 
performances in specific lines were tractors (17 percent increase), 
machinery (20.5 percent), ferro-alloys (15.3 percent), cold-rolled 
sheet iron (28 percent) and galvanized sheet iron (30.1 percent). 


In contrast with high growth rates in past years, the chemicai 
industry increased only 5.1 percent during 1976. Production of 
basic chemicals, such as calcinated soda, caustic soda, various 
acids and others, increased least, while new plant capacities 
allowed higher growth rates for artificial fibers and other 
petrochemical products. 


A number of industrial sectors experienced large scale bureaucratic 
reorganizations during 1976. The State Economic Associations 
(SEA's) for chemicals and construction were reorganized into a 





larger number of smaller production units, each with substantial 
economic independence. In electronics and electrical engineering, 
the SEA's were abolished altogether and replaced by some 80 
production units, many of which are only a single plant. Although 
the rationale behind these reorganizations has not been clearly 
stated, it appears to be part of a dual effort to increase the 
individual plant's day-to-day management authority while increasing 
the plant's accountability to and control by the central government. 
The reorganization is probably also related to the effort to reduce 
total bureaucratic overhead by as much as 30 percent by the end of 
1978. 


The agricultural sector, in addition to growing less than expected, 
also posted a somewhat uneven performance. Production of bread 
grains, tomatoes, and grapes were up, while fodder and feed grains, 
some vegetables and many animal products were at less than 1975 
output levels. Processed food production, on the other hand, 
increased by 7.7 percent during 1976. 


Agriculture and food processing has declined as a proportion of 
total output in recent years, but still accounts for about 29 
percent of national income and even higher percentages of employment 
and exports. These industries also were reorganized during 1976. 
As in the case of other organizational changes, the net effect was 
to increase the number of independent units while tightening 


Ministry control of overall production activity. Whether this 
reorganization effort will enable this important economic sector 
to achieve a planned growth rate of 35 percent by 1980 is not yet 
clear. 


1976 proved to be a year of modest but real gain for Bulgarian 
consumers. Real incomes increased by a reported 4.4 percent. 

Retail turnover, a measure of the availability of goods, increased 
by 7.3 percent. Although shortages of some commodities did occur, 
goods were generally available even thougn they were often very 
expensive. Diet quality improved with 5-10 percent increases in: 
sales of meat, milk, cheese, fresh fruits, vegetables, and sugar 
products. Apartment construction continued to fall short of planned 
goals and there was little or no relief to the severe urban housing 
shortage. 





Bulgarian foreign trade was one of the more successful areas of 
economic performance in 1976. Total trade increased by 8.4 
percent, and Bulgarian exports experienced a net gain in trade’ 
with both communist and non-communist nations. Sales of machinery 
and manufactured goods continued to grow, reaching a reported 

42 percent of the total exports during the past year. Bulgarian 
trade continues to be closely tied to the Soviet Union (which 
accounted for 54.4 percent of total1976 trade) and other COMECON 
members (an additional 24.6 percent). The vast majority of this 
trade is conducted on the basis of annual trade protocols negotiated 
on a bilateral basis. Bulgaria also participates in a number of 
COMECON projects including the Orenburg pipeline, "Peace" electric 
grid and others. 


Bulgaria's major problem in non-communist trade has been large 
deficits with the developed West. This has been partially offset 
by a surplus in trade with developing countries and by earnings 
from tourism and international trucking, but Bulgaria still has 
accumulated a hard currency debt in the neighborhood of two 
billion dollars, and its debt-to-hard-currency-export ratio is 
the highest of the Eastern European countries. Although these 
facts do not appear to have caused serious concern on the part 
of Western bankers, Bulgaria has undertaken a concentrated and 
fairly successful effort to reduce the size of its hard currency 
deficit. During 1976, exports to hard currency countries were 
increased by 13.1 percent and imports from these countries were 
curtailed by 15.3 percent. Although Bulgaria will continue to 
make major hard currency expenditures for items not available 
from COMECON members, it is clear that they will increasingly 
try to keep hard currency purchases to a minimum. 


Overall, 1976 was an acceptable but certainly not an outstanding 
beginning for the Seventh Five Year Plan (1976--1980). This plan, 
which was officially ratified in October, contained a few 
downward adjustments from earlier reports, but the basic 
priorities were kept intact. By 1980 national income is to 
increase by 45 percent, industry is to increase by 55 percent, 

and agricultural production is to increase by 29 percent over 

1975 levels. Within the industrial sector the largest output 





increases are expected to be in machine building and metallurgy, 
buses and tractors, electronics, electrical equipment and 
chemicals. 


During the 1976-80 period, mineral resources development wil] 
also have high priority in an effort to reduce dependence on 
imported raw materials. Exploitation of existing deposits of 
marble, copper and other non-ferrous metals will continue, and 
Bulgaria will increase exploration of the Black Sea for oil. 
There are also ambitious long term plans for development of other 
energy sources including coal and nuclear energy. In spite of 
these efforts, however, Bulgaria will continue to import most 

of its energy resources and other raw materials from the 

Soviet Union. 


As Bulgarian industry matures, the rapid growth rates of the 
past may be more difficult to maintain. The economy is already 
troubled by problems such as low labor productivity, inefficient 
management, and unused or obsolete plant capacity. Although 
these problems are recognized, existing remedial programs have 
not produced satisfactory results, and continued organizational 
and personnel changes may well continue for several years. 
Nonetheless, while the lack of detailed information makes 
prediction difficult, it is reasonable to expect that Bulgaria 
will continue to develop its priority areas at a fairly rapid 
pace, even if this requires some slowdown in other sectors of 
the economy. 


PART B - Implications for the United States 


Bulgaria has increasingly turned to the West for goods and 
technology unavailable from communist markets, and, as a result, 
Bulgarian-U.S. trade has increased ten-fold in the past Tive 
years. Trade during 1976, by customhouse statistics, was 
slightly more than $70 million, which represented a 40 percent 
increase over 1975. Althouah agricuiturai commodities, U.S. corn 
and Bulgarian tobacco, continue to be the major items traded, 
sales of machinery, technology and other manufactured products 
have increased as a share of U.S. exports. Further, the volume 





of these products is somewhat understated because much of the 
trade in chemicals, electronics and other products is handled by 
European subsidiaries of U.S. firms and thus does not appear in 
U.S. statistics on U.S.-Bulgarian trade. 


The large increases in U.S.-Bulgarian trade in 1975 and 1976 
indicate that the Trade Act of 1974, while having had some 
dampening effects, has not seriously disrupted the trend toward 
increased commercial activity. Furthermore, the record increases 
in bilateral trade during the first half of the year were sufficient 
to insure an overall growth even though trade declined sharply 
during the last half of 1976 when Bulgarian import restriction 
efforts began to have full force. 1976 also witnessed the signing 
of a number of major contracts for technology as well as general 
cooperation agreements between Bulgaria and numerous Western 
companies. An American firm supplied the technology for a major 
polypropylene project, and a cooperation agreement was signed by 
one of the major American automotive companies. Although hard 
currency imports continue to be trimmed in an effort to reduce the 
existing hard currency deficit, Bulgaria still looks to the West 
for advanced technology and know-how to maintain rapid growth in 
industry and to fully mechanize its agricultural sector. As a 
result, there will continue to be numerous business opportunities 
in those sectors in which Bulgaria considers the U.S. to be a 
technological leader. 


In the field of agriculture, Bulgaria's policy of mechanization 

and integration will require large purchases of equipment for both 
crop production. andfood processing. Bulgaria will also continue 

to rely on imports of live cattle, swine and frozen semen to upgrade 
tne quality of its herds. Bulgaria's need for agricultural chemicals 
is also a source of potential U.S. sales. The iargest single 
opportunity for sale of equipment and engineering services will be 
Tor the Silistra Complex, a 300,000-acre integrated agrobusiness 
operation that will encompass grain production, animal raising and 
meat processing. Imports required for this project may ultimately 
amount to several hundred million dollars. 


The chemical industry plans to rapidly expand its capacity for 
Production of petrochemicals and petrochemical products in the 
next few years. Opportunities also exist for licensing of new 





pharmaceuticals and cosmetics. A major cellulose and paper plant 
is being planned for construction during this five-year period, 
and although much of the basic equipment of this facility will 
come from the Soviet Union, Bulgaria has indicated a high interest 
in American equipment for process control and automated operation 
of the new plants. 


The Bulgarian electronics industry continues to rely on numerous 
Western parts, and American computers are strong competitors for 

a wide range of computer needs, from the large systems down to 
small, special purpose machines. In the fields of communications 
and avionics, Bulgaria also looks Westward for many of its complex 
equipment needs. 


Bulgaria has expressed an interest in U.S. technology and know-how 
for development of its machine tool and metallurgical industries. 

A major plant for construction of heavy machinery is planned for 
completion during this Five Year Plan, and construction of the 
Third Metallurgical Complex near Varna is .to begin. Machine tool 
opportunities include production licenses and specialized equipment 
for use in Bulgarian plants. Construction equipment and systems 
for production of building materials are also areas with substantial 
commercial potential. 


Bulgaria does not allow foreign firms to make equity investments, 
but it strongly encourages cooperation and buy-back agreements as 

a means of reducing its hard currency expenditures and involving 
foreign firms in its economy. These agreements will become more 
important as efforts to reduce hard currency deficits continue, 
meaning that creative and imaginative efforts will become increasingly 
necessary for major sales of equipment, projects and/or technology. 
Aithough it would be unrealistic to underestimate this and other 
difficulties, Bulgaria does offer substantial opportunities both 

in its own right and as a point of possible entree into the 

Soviet Union and other communist countries. Another growing area 
is sale of equipment to be used in Bulgarian projects in third 
countries such as Libya, Iran, Angola, etc. 


Although the complexities of structure of the Bulgarian government 
can still be an obstacle in some commercial negotiations, 
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Bulgarian officials are beginning to show greater understanding 

of Western business methods, and this has made the mechanics of 
commercial activity somewhat easier. In addition, improvement. 

in U.S.-Bulgarian political relations is reflected in bilateral 
commercial relations as well. 1976 official U.S. commercial 
activities included a highly successful exhibit at the Plovdiv” 
International Trade Fair, two Technical Sales Seminars and a 

visit by a delegation of the U.S. Patent Office. An April 1976 
visit by the Secretary of Agriculture also created new possibilities 
for agricultural cooperation. 
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